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Public  Health  (DPH)  Cancellation  of  Visiting 
Contracts  (Items  2  and  3,  Files  101-97-45  and 
e  February  2,  1998  Board  Calendar 


reviewed  the  January  26,  1998  letter  to  the 
Supervisors  from  the  Director  of  Public  Health 
:ing  Nurse  Hospice  Group  (VNH)  contracts  and 
Bncy.  First,  the  Budget  Analyst  notes  that  the 
irector  ot  Public  Health  s  letter  states  that  the  DPH  "felt  it  followed  City 
'ocedures  when  canceling  this  contract."  However,  the  letter  does  not 
spend  to  the  Board's  concerns  that  the  Department  hired  new  staff  and 
gan  its  program  prior  to  obtaining  Board  of  Supervisors  approval,  thereby 
suiting  m  a  need  for  the  Finance  Committee  to  amend  this  legislation  to 
•ovide  for  retroactive  approval. 

econd,  although  details  showing  a  cost  comparison  of  providing  the  subject 
„rsing  services  using  City  employees  instead  of  by  contract  were  not 
eluded  m  the  Director  of  Public  Health's  letter,  an  attachment  to  the 

irector's  letter  contained  some  cost  data. 

tachment,  entitled  '"Comparison  of  in-house  to  contractor  home 
O     :;es"   acknowledges   that   the  VNH   annual  contract  cost  of 
1.436.699  (based  on  the  FY  1996-97  actual  contract  amounts)  is  $16,974  less 
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To: 


Board  of  Supervisors 


From: 


^Budget  Analyst 


Subject:  Department  of  Public  Health  (DPH)  Cancellation  of  V'lsiting 
Nurse  Hospice  Contracts  (Items  2  and  3,  Files  101-97-45  and 
102-97-16  on  the  February  2.  1998  Board  Calendar 

The  Budget  Analyst  has  reviewed  the  January  26,  1998  letter  to  the 
President  of  the  Board  of  Supervisors  from  the  Director  of  Public  Health 
concerning  the  subject  Visiting  Nurse  Hospice  Group  (VNH)  contracts  and 
DPH's  Health  at  Home  Agency.  First,  the  Budget  Analyst  notes  that  the 
Director  of  Public  Health's  letter  states  that  the  DPH  "felt  it  followed  City 
procedures  when  canceling  this  contract."  However,  the  letter  does  not 
respond  to  the  Board's  concerns  that  the  Department  hired  new  staff  and 
began  its  program  prior  to  obtaining  Board  of  Supervisors  approval,  thereby 
resulting  in  a  need  for  the  Finance  Committee  to  amend  this  legislation  to 
provide  for  retroactive  approval. 

Second,  although  details  showing  a  cost  comparison  of  providing  the  subject 
nursing  services  using  City  employees  instead  of  by  contract  were  not 
included  in  the  Director  of  Public  Health's  letter,  an  attachment  to  the 

Director's  letter  contained  some  cost  data. 

That  DPH  attachment,  entitled  "Comparison  of  in-house  to  contractor  home 
health  services"  acknowledges  that  the  VNH  annual  contract  cost  of 
$1,436,699  (based  on  the  FY  1996-97  actual  contract  amounts)  is  $16,974  less 
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than  the  City's  cost  of  $1,453,673  (comprised  of  $1,763,567  in  annuaUzed 
salaries  and  fringe  benefits  for  28.2  new  positions  plus  $39,992  in  operating 
costs  less  $349,886  in  annual  MediCal  and  Medicare  revenue).  Therefore, 
even  if  we  were  to  accept  the  Department's  cost  data  as  complete,  the 
Department  is  acknowledging  that  the  City's  costs  exceed  the  contract  costs 
by  $16,974  annually.  However,  the  Budget  Analyst  notes  that  the  $39,992  in 
operating  costs  included  in  the  supplemental  appropriation  (File  101-97-45) 
is  for  only  part  of  the  current  1997-98  Fiscal  Year  and  therefore  does  not 
represent  a  full  year's  spending.  The  Department  has  subsequently  reported 
to  the  Budget  Analyst  that,  on  an  annualized  basis,  such  operating  costs 
would  be  $13,330  higher,  for  a  total  of  $53,322.  Therefore,  the  Department 
acknowledges  that  the  City's  costs  exceed  the  contract  costs  by  $30,304 
($16,974  plus  $13,330)  annually. 

Furthermore,  the  Budget  Analyst  was  informed  during  our  initial  review  of 
this  legislation  that  the  amount  requested  for  operating  costs  in  this 
supplemental  appropriation  was  only  a  portion  of  such  costs,  and  that  a 
pending  supplemental  appropriation  for  additional  costs  in  the  amount  of 
$720,525  was  to  be  submitted  to  fund  FY  1997-98  "infrastructure"  costs  for 
the  Health  at  Home  Agency  which  will  include  the  City  staff  that  would  now 
provide  services  formerly  provided  by  the  VNH  contracts. 

The  Budget  Analyst  has  not  been  provided  with  a  detailed  explanation  of  the 
pending  $720,525  supplemental  appropriation  for  the  Health  at  Home 
Agency  infrastructure,  although  we  have  been  given  a  breakdown  of  such 
expenditures  by  salary  and  non-salary  accounts.  The  Department  maintains 
that  such  costs  would  be  incurred  by  the  Health  at  Home  Agency  even  if  the 
services  formerly  provided  by  the  VNH  contracts  were  not  provided  by  the 
DPH  Health  at  Home  Agency,  and  that  the  "infrastructure"  costs  are  in 
support  of  the  entire  Health  at  Home  Agency.  Based  on  current  Department 
Plans,  the  Health  at  Home  Agency  will  also  include  positions  and 
expenditures  that  will  be  the  subject  of  a  separate  pending  supplemental 
appropriation  for  the  provision  of  home  health  services  to  HIV-infected 
persons  because  of  the  planned  termination  of  five  Ryan  White  funded 
contracts  effective  March  1,  1998.  However,  the  Budget  Analyst  believes  that 
it  is  logical  that  some  portion  of  the  proposed  infrastructure  expenditures 
would  be  attributable  to  the  City's  cost  of  providing  the  services  that  were 
formerly  provided  by  the  VNH  contracts. 

Lastly,  contrary  to  their  prior  representations,  DPH  now  states  that  none  of 
the  indirect  costs  (consisting  of  six  positions  that  would  provide 
administrative  and  support  services  to  the  Health  at  Home  Agency)  should  be 
attributed  to  the  28.2  new  positions  and  services  that  would  be  funded  by  this 
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proposed  supploincnilal  ;ipi)n>!)i  i;it  mn  The  1  )('p:n-tinont  is  now  stating  that  if 
such  costs  were  included  m  ;  .inson,  such  costs  should  bo  allocated 

in  the  amount  of  $102,  1  17  iit  of  the  $303,099  annual  cost  of  the 

six  administrative  position,^ 

In  summary,  the  Ikidget  Analyst  has  previously  rep(jrted  lo  llu,'  Finance 
Committee  that,  based  on  data  previously  provided  by  the  Uepartment  of 
Health,  the  City  would  have  to  pay  as  much  as  $649,441,  or  approximately  38 
percent  more  than  the  cost  of  \  hv  X'lsiimg  Nurse  Hospice  contracts  to  provide 
such  services  on  an  in-hons(^  h.i^i,-.  Now,  based  on  the  most  recent  data 
provided  by  the  Department  of  Health,  the  additional  cost  that  will  be 
incurred  by  the  City  due  to  the  assumption  of  services  formerly  provided 
under  the  VNH  contracts  would  amount  to  at  least  $132,751  annually, 
consisting  of  the  $16,974  acknowledged  by  the  Department  of  Health  in  their 
attachment  to  the  Director  of  Health's  letter  dated  Januar>'  26,  1998,  an 
additional  $13,330  in  annualized  operating  expenses  subsequently 
acknowledged  by  the  Department,  and  $102,447  for  a  pro  rata  share  of  the 
cost  of  related  administrative  support  positions.  Also,  the  Budget  Analyst  has 
been  previously  informed  that  additional  operating  costs  that  will  be 
identified  in  a  future  Department  of  Health  supplemental  appropriation  are 
directly  attributable  to  the  City  now  providing  services  that  were  formerly 
provided  by  the  VNH  contracts.  Therefore,  despite  the  provision  of  this  new 
information  by  the  Department  of  Health,  the  conclusion  reported  by  the 
Budget  Analyst  to  the  Finance  Committee,  that  the  City's  assumption  of 
services  previously  provided  under  contract  with  the  Visiting  Nurse  Hospice 
Group  would  result  m  significant  cost  increases,  remains  unchanged. 
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